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OATH OR AFFIRMATION

I, RCBERT E. SWANSON , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
RIDGEWOOD SECURITIES CORPORATION , as

of MARCH 31 ,20_06  , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

NONE

JEANNE THOMPSON / ignature
A Notary Public of New Jersey RESIDENT
My Commission Expires May 3, 2907 Title

Notary Publfi

is report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

{(m) A copy of the SIPC Supplemental Report.

{n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

BO0E 0 DOOEDEEEEEZ )

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CERTIFIED PUBLIC ACCOUNTANTS

ONE DAG HAMMARSKJOLD PLAZA
NEW YORK, NY 10017-2286
TELEPHONE 212.605.3100
FACSIMILE 212.605.3128

EMAIL pw@pwcpa.com

INDEPENDENT AUDITORS' REPORT

Board of Directors
Ridgewood Securities Corporation

We have audited the accompanying statement of financial condition of Ridgewood Securities Corporation
as of March 31, 2006 and 2005 and the related statements of operations, changes in stockholder’s equity
and cash flows for the vears then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements based
on our audits. ’

We conducted our audits in accordance with auditing standards generaliy accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial condition of Ridgewood Securities Corporation as of March 31, 2006 and 2005 and the results of

its operations and cash flows for the years then ended, in conformity with accounting principles generally
accepted in the United States of America.

St s 42/

April 24, 2006




Ridgewood Securities Corporation
Statements of Financial Conditicn

Assets

Cash and cash equivalents

Certificate of deposit

Commissions receivable from affiliates
Income tax receivable

Other assets

Liabilities and Stockholder's Equity

Total assets

Liabilities:

Commitments and contingencies

Stockholder's equity:

Common stock, $1 par value; 1,000 shares
authorized, issued and outstanding

Additional paid-in capital

Retained earnings

Accounts and accrued expenses payable

Tatal stockholder's equity

Total liabilities and stockholder's equity

March 31,
2006 2005
$ 580,516 $ 249,229
51,238 -~ 50,729
- 48,000
- 21,724
11,386 10,602
$ 643,140 $ 380,284
) 598,999 $ 25,800
1,000 1,000
9,000 9,000
573,141 344,484
583,141 354,484
$ 643,140 $ 380,284

See accompanying notes to financial statements




Ridgewood Securities Corporation
Statements of Operations

Year ended March 31,

2006 2005
Revenue
Placement fees $ 4,499,754 $ 2,907,802
Selling commissions 812,379 933,172
Interest income 27,775 10,865
Total revenue 5,339,908 3,851,839
Expenses
Officer-stockholder payroll 1,441,959 3,819,260
Selling, general and administrative 207,665 71,815
Total expenses 1,649,624 3,891,075
Income (loss) before income tax 3,690,284 (39,236)
Income tax (benefit) 41,627 (7,413)
Net income (loss) $ 3,648,657 $ (31,823)

See accompanying notes to financial statements
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Ridgewood Securities Corporation
Statements of Changes in Stockholder's Equity

Additional
Common paid-in Retained Stockholder
stock capital earnings loans Total

Balance, April 1, 2004 $ 1,000 $ 9,000 $ 376,307 $ (76,584) $ 309,723
Repayment of loan

by stockholder - - - 76,584 76,584
Net loss - - (31,823) - {31,823)
Balance, March 31, 2005 1,000 9,000 344,484 - 354,484
Net income - - 3,648,657 - 3,648,657
Distributions - - (3,420,000) - (3,420,000)
Balance, March 31, 2006 $ 1,000 $ 9,000 $ 573,141 $ - $ 583,141

See accompanying notes to financial statements
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Ridgewood Securities Corporation
Statements of Cash Flows

Cash flows from operating activities
Cash received from broker-dealer services
Cash paid for services
Interest received
Income taxes paid

Net cash provided by (used in) operating activities

Cash flows from financing activities
Distributions to stockholder
Repayment of loans by stockholder

Net cash (used in) provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of net income (loss) to net cash and
cash equivalents provided by (used in) operating activities

Net income (loss)

Adjustments to reconcile net income (loss) to net cash and
cash equivalents provided by (used in) operating activities
Change in assets and liabilities:

Increase in certificate of deposit

Decrease (increase) in amounts due from affiliates

Decrease (increase) in income tax receivable

Increase in other assets

increase (decrease} in accounts and accrued expenses payable
Decrease in income taxes payable

Total adjustments

Net cash provided by (used in) operating activities

Year ended March 31,

2006 2005
$ 5,360,133 $ 3,830,774
(1,616,209) (3,891,666)
27,266 10,618
(19,903) (25,013)
3,751,287 (75,287)
(3,420,000) -

- 76,584
(3,420,000) 76,584
331,287 1,297
249,229 247,932

$ 580,516 $ 249,229
$ 3,648,657 $ (31,823)
(509) (226)
48,000 (10,200)
21,724 (21,724)
(784) (212)
34,199 (400)
- (10,702)
102,630 (43,464)
$ 3,751,287 $  (75,287)

See accompanying notes to financial statements
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Ridgewood Securities Corporation
Notes to Financial Statements

1. Organization and Summary of Significant Accounting Policies

Ridgewood Securities Corporation ("Company") was incorporated in September 1983 under the laws of the State of
Delaware. The Company acts as a broker-dealer in connection with the private placement of limited liability company
shares for which Ridgewood Capital Management LLC, Ridgewood Renewable Power LLC and Ridgewood Energy
Corporation (companies affiliated through common ownership) act as Managers.

The Company does not have custody of customer securities, does not maintain customer accounts, and does not have
the use, or custody, of customer funds.

Revenue Recognition

Revenue is recognized from services rendered, which include placement fees and selling commissions, in connection
with broker-dealer activities. Placement fees and selling commissions, after meeting the minimum offering amount of
shares of a private placement, are recognized when the subscription process is complete.

Income Taxes
The assets and liability method of accounting for income taxes was used for the year ended March 31, 200S. There
were no differences between the tax and financial reporting bases of the assets and liabilities.

Effective April 1, 2005, the stockholder elected to become a calendar year “S Corporation”. As a result, for the year
ended March 31, 2006, no provision for federal income taxes is made in the financial statements as all income or
losses of the Company are passed through and included in the tax return of the stockholder. However, the Company
is subject to state taxes.

Cash and Cash Equivalents

Monies invested in money market funds and certificates of deposit with maturities of three months or less when
purchased are considered to be cash equivalents. At times, bank deposits may be in excess of the federal insured
limits of $100,000 per bank account. The Company maintains bank deposits with high quality financial institutions to
mitigate such risk.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities as of the date of the financial statements and reported
amounts of revenue and expenses during the reporting period. Actual results may differ from those estimates.

Fair Value of Financial Instruments

As of March 31, 2006 and 2005, the carrying value of the Company’s assets and liabilities approximate fair value.

2. Related Party Transactions

All placement fees and selling commissions are earmned from limited liability companies whose Managers are
affiliates.

Affiliated companies provide certain office space and other services to the Company. For the year ended March 31,
2005, these services had an estimated value of $20,000 and were provided without charge. For the year ended
March 31, 2006, the Company paid $95,000 for these services, of which $20,000 is included in accounts payable at
March 31, 2006.

Stockholder loan represents a non-interest bearing loan to the sole stockholder and is repayable upon demand. The
loan outstanding of $76,584 as of March 31, 2004 and reflected as a reduction of stockholder's equity, was repaid as
of March 31, 2005.




RIAZCWOOU JSCCUTTLCS LOrpordauoinl
Notes to Financial Statements

3. Regulatory Requirements

The Company is subject to the Securities and Exchange Commission's Uniform Net Capital Rule (SEC Rule 15¢ 3-1).
The rule prohibits a broker-dealer from engaging in securities transactions at a time when its “aggregate indebtedness™
exceeds 15 tiumes its “net capital” as these terms are defined by the rule, subject to minimum “net capital”
requirements. As of March 31, 2006, the net capital was $571,307, $566,307 in excess of its required net capital of
§5,000. The net capital ratio was 0.11 to 1 as of March 31, 2006.

4. Legal Proceedings

On January 27, 2006, an investor, individually and on behalf of an affiliated Trust, filed an Amended Complaint and
Jury Demand in Massachusetts Superior Court against the Company, its Chairman and sole stockholder and affiliated
companies and individuals. The plaintiff alleges violations of the Massachusetts Securities Act, as well as breach of
fiduciary duty, fraud, breach of contract, negligent misrepresentation and unjust enrichment all related to a set of
alleged facts and allegations regarding the sale of securities of funds sold in private offerings and the operation of
those funds subsequent to the sale. The plaintiff is seeking rescission and return of his investment of $900,000 with
interest and other damages to be determined at trial. All defendants deny the allegations and intend to defend this
complaint vigorously.

It is not possible to predict the outcome of this matter with certainty, it may be disposed of unfavorably to the
Company. Based on its evaluation, management believes the disposition of the above matter will not have a material
adverse effect on the business financial condition or results of operations.
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INDEPENDENT AUDITORS' REPORT ON ACCOMPANYING INFORMATION

Board of Directors
Ridgewood Securities Corporation

Our report on our audit of the financial statements of Ridgewood Securities Corporation for the year ended
March 31, 2006 appears on page 1. That audit was made for the purpose of forming an opinion on the
basic financial statements taken as a whole. The accompanying information is presented only for
purposes of additional analysis and is not a required part of the basic financiai statements. The Schedule
of Net Capital and Aggregate Indebtedness, however, is required by Rule 17a-5 of the Securities and
Exchange Commission. Such accompanying information has been subjected to the auditing procedures
applied in the audit of the basic financial statements. In our opinion, such information is fairly stated in aII
material respects in relation to the basic financial statements taken as a whole.

VAR

April 24, 2006




Ridgewood Securities Corporation

Supplemental Information

Computation of Net Capital Pursuant to Rule 15¢3-1
of the Securities and Exchange Commission

Additional Information
- Schedule | - March 31, 2006

Net Capital
Common stock
Additional paid-in capital
Retained earnings

Total capital
Non-allowable assets
Other assets
Penalty on hypothetical early withdrawal of certificate of deposit

Total non-allowable assets

Net capital

Aggregate indebtedness
Accounts and accrued expenses payable

Capital Requirements
Minimum net capital required
(6-2/3% of aggregate indebtedness
or $5,000, whichever is greater)
Net capital

Excess net capital

Ratio of aggregate indebtedness to net capital

$ 1,000
9,000
573,141

583,141

11,386
448

11,834

$ 571,307

$ 59,999

$ 5,000
571,307

3 566,307

0.11to1

There are no material differences between the above computation and that filed with the unaudited FOCUS

report as of March 31, 2006.

Statement Pursuant to Rule 15¢3-3

The schedules entitied "Computation for Determination of Reserve Requirements Ruie 15¢3-3"
and "Information for Possession or Control Requirements Under Rule 15¢3-3" are not applicable
in accordance with the Company's exemption under paragraph (k)(2)(i) of Rule 15¢3-3 of the SEC.
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REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL  FacSIMILE 212.605.3128
STRUCTURE REQUIRED BY SEC RULE 17A-5 EMAIL pw@pvepa.comn

Board of Directors
Ridgewood Securities Corporation

In planning and performing our audit of Ridgewood Securities Corporation ("Company") for the year ended
March 31, 2006, we considered its internal control structure, including procedures for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (“SEC”), we have
made a study of the practices and procedures followed by the Company including tests of such practices
and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the
periodic computations of aggregate debits and net capital under Rule 17a-3(a)11 and for determining
compliance with the exemptive provisions of Rule 15¢ 3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures for any of the following:

(1) Making quarterly securities examinations, counts, verifications, and comparisons
(2) Recordation of differences required by Rule 17a-13

(3) Complying with requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

The management is responsible for establishing and maintaining an internal control structure and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of internal
control structure policies and procedures and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures may be expected to achieve the SEC’s
above-mentioned objectives. Two of the objectives of an internal control structure and the practices and
procedures are to provide management with reasonable, but not absolute, assurance that assets are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of America.
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or irregularities may occur and not be detected. Also, projection of an evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.
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Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure that might be material weaknesses under standards established by the American Institute
of Certified Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control structure elements does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving the internal control structure that we
consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and our study, we believe that the practices and procedures were adequate
as of March 31, 20086, to meet the SEC’s objectives.

Our opinion recognizes that it is not practicable in a company the size of Ridgewood Securities
Corporation to achieve all the divisions of duties and cross-checks generally included in a system of
internal accounting control, and alternatively, greater reliance must be placed on surveillance by
management.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, and other regulatory agencies that rely on Rule 17a-5(g)

under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
should not be used by anyone other than these specified parties.

Sfoi b b

April 24, 2006




